NKOMAZI LOCAL MUNICIPALITY 
ACCOUNTING POLICIES 


1. BASIS OF PRESENTATION 

1.1. These financial statements have been prepared in order to conform to the standards laid down by the Institute 
of Municipai Finance Officers in its code of practice (1997) and Report on Pubiished Annuai Financial 
Statements(Second edition - January 1996) 

1.2 The financiai statements are prepared on the historicai cost basis, adjusted for fixed assets as more fuliy 
detaiied in Accounting Poiicy note 3. The accounting poiicies are consistent with those of the previous year, 
except if otherwise indicated. 

1.3 In terms of Statement 4.5 of the Code of Accounting Practice for Locai Authorities in S.A. the accruai basis of 
accounting is being used. This means that aii income must be recorded when measurabie and avaiiabie. 


2. CONSOLIDATION 

The balance sheet includes Rates and General Services, Housing Services, Trading Services and the different 
funds, reserves and provisions. All inter-departmental charges are set-off against each other, with the exception 
of assessment rates, refuse removal, electricity and water, which are treated as income and expenditure in the 
respective departments. 

3. FIXED ASSETS 

3.1 Fixed assets are stated: 

at historicai cost; or 

at valuation (based on the market price at date of acquisition), where assets have been acquired by grant or 
donation, 

while they are in existence and fit for use, except in the case of bulk assets which are written off at the end of 
their estimated life as determined by the Treasurer. 

3.3 Depreciation. 

The balance shown against the heading "Loans Redeemed and Other Capital Receipts" in annexure C is 
tantamount to a provision for depreciation. Assets are acquired through: 

Appropriations from income , where full cost of the asset forms an immediate and direct charge against the 
operating income, and therefore it is unnecessary to make any further provision for depreciation 


Grants, where the amount representing the value of such grant or donation is immediately credited to the 
"Loans Redeemed and Other Capital Receipts" account. 

3.4 Fixed assets are financed from different sources, including external loans, 

operating income, endowments and internal advances. These loans and internal 
advances are repaid within the estimated lives of the assets. Interest is charged to the service 
concerned at the ruling interest rate applicable at the time that the advance is made. 

4. SURPLUSES AND DEFICITS 

Any surpluses or deficits arising from operations are transferred to Rates and 
General Services. 
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NKOMAZI LOCAL MUNICIPALITY 
ACCOUNTING POLICIES 


5. INVESTMENTS 

Investments in Financial Instruments 

Investments are disclosed at the lower of cost or market value if a permanent decline in value occurred. 
Investments are made in terms of the Councils investment policy. 

Investment in Municipal Entities 

Investments in municipal entities under the ownership control of the Municipality are carried at cost. Separate 
consolidated financial statements are prepared to account for the Municipality’s share of net assets and post- 
acquisition results of these investments. 

6. CAPITAL DEVELOPMENT FUND 

The Local Authorities Capital Development Fund Ordinance Number 9 of 1978 requires a minimum contribution 
of 1% of the defined revenue of the council for the immediately preceding financial year. 

7. PROVISIONS AND RESERVES 

Provisions and reserves have previously been established where considered necessary and are reflected in 
detail in the Provision and Reserve Statements. 

8. INVENTORIES 

Inventory (stores and materials) is valued at lower of cost, determined on the 
weighted average basis, and net realizable value. 

9. RETIREMENT BENEFITS 


Tbe municipality provides retirement benefits for its employees and councilors. The contributions to fund 
obligations for the payment of retirement benefits are charged against income in the year they become payable. 
Tbe defined benefit funds, which are administered on a provincial basis, are actuarially valued triennially on the 
projected unit credit method basis. Deficits identified are recovered through lump sum payments or increased 
future contributions on a proportional basis to all participating local authorities. 

10. REVENUE RECOGNITION 

10.1 Revenue from the sale of goods is recognized when the risk is passed to the consumer. 

10.2 Revenue from the sale of water and electricity is recognized monthly at a standard rate. 

11 LEASES 

11.1 Leases are classified as finance leases where substantially all the risks and rewards associated with ownership 
of an asset are transferred to the local authority. 

11.2 

Assets subject to finance lease agreements are capitalized at tbeir cash cost equivalent and the corresponding 
liabilities are raised. Lease payments are allocated between lease finance costs and tbe capital repayment 
using the effective interest rate method. Lease finance costs are expensed when incurred. 

11.3 All other leases are treated as operating leases and the relevant rentals are charged to the operating account 
as and when incurred. 
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NKOMAZI LOCAL MUNICIPALITY 
ACCOUNTING POLICIES 


12 PRESENTATION CURRENCY 

The annual financial statements are presented in South African Rand 

13 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

14 ACCOUNTS RECEIVABLE 

Accounts receivable are carried at anticipated realizable value. Provision for bad debts is based on 80% of all 
outstanding debtors older than 90 days at year end. Bad debts are written off during the year in which they are 
identified. Amounts that are receivable within 12 months from the reporting date are classified as current 
assets. 

15 CASH AND CASH EQUIVALENTS 


Cash includes cash on hand and cash with banks. Bank overdrafts are recorded based on the actual amount of 
the facility utilized. Finance charges on bank overdrafts are expensed as and when incurred. 

16 TRADE CREDITORS 

Trade creditors are stated at their nominal value. 

17 CONDITIONAL GRANTS AND RECEIPTS 


Revenue received from conditional grants, donations and funding are recognized as revenue to the extent that 
the Municipality has complied with any of the criteria, conditions or obligations embodied in the funding 
agreement. To the extent that the criteria, conditions or obligations have not been met, a liability is recognized. 

18 COMPARATIVE INFORMATION 

Current year comparatives: 

Budgeted amounts have been included in the annual financial statements for the current financial year only. 
Prior year comparatives: 

When the presentation or classification of items in the annual financial statements is amended, prior period 
comparative amounts are reclassified. The nature and reason for reclassification are disclosed. 

19 UNAUTHORIZED EXPENDITURE 

Unauthorized expenditure is expenditure that has not been budgeted and expenditure that is not in terms of the 
conditions of an allocation received from another sphere of government, municipality or organ of state. 
Unauthorized expenditure is accounted for as an expense in the Income Statement and where recovered, it is 
subsequently accounted for as revenue in the Income Statement. 
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Income streams per category of service: 2005 



□ 50 % 


□ Community services 

□ Economic services 

□ Trading services 


Expenditure per category 
2004/05 
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0 

Salaries, wages Purchase of Purchase of Other expenses Repairs and Capital charges Contributions to Contributions 
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Expenditure category 


Operating expenses for 2004/05 



□ Salaries, wages and allowances 

□ Purchase of electricity 

□ Purchase of water 

□ Other expenses 

■ Repairs and maintenance 

□ Capital charges 

□ Contributions to fixed assets 

□ Contributions 


0% 


12% 


Actual capital expenditure measured against budget: 2005 
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100 , 000,000 


50,000,000 


□ Actual 
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23,595,371 

202,968,522 


□ Actual 

□ Budget 


Operating results 


Description 

Actual 

2004/05 

R 

Actual 

2003/04 

R 

Variance 

% 

Budget 

2004/05 

Variance 

Actual/Budget 

% 







Income 

114,852,094 


18.2% 

122,360,600 

-6.1% 

Expenditure 

107,218,838 


-13.4% 

122,330,891 

14.1% 







|Surplus/(Deficjt) 

7,633,256 

(632,149) 

1307.5% 

29,709 

25593.4% 1 


rates & general Services 


Description 

Actual 

2004/05 

R 

Actual 

2003/04 

R 

Variance 

% 

Budget 

2004/05 

Variance 

Actual/Budget 

1 % 







Income 

73,437,161 


3.6% 

61,188,600 

20.0% 

Expenditure 

73,711,653 


-8.1% 

65,137,662 

-13.2% 







|Surplus/(Deficit) 

(274,492) 

2,646,981 

110.4% 

(3,949,062) 

93.0% 1 


Trading Services 


Description 

Actual 

2004/05 

R 

Actual 

2003/04 

R 

Variance 

% 

Budget 

2004/05 

Variance 

Actual/Budget 

1 % 







Income 

41,414,933 


44.3% 

61,172,000 

-32.3% 

Expenditure 

33,507,185 

«»fcaileVJ 

-27.1% 

57,193,229 

41.4% 







|Surplus/(Deficit) 

7,907,748 

(3,279,130) 

341.2% 

3,978,771 

98.7%| 


Major income streams to compile the graph: 

Community services 57,028,488 

Economic services 16,377,921 

Trading services 41,414,933 

Expenditure per category for graph 

42,283,031 
12,487,328 
518,312 
36,043,101 
7,597,599 
7,317,528 
321,939 
650,000 


Salaries, wages and allowances 
Purchase of electricity 
Purchase of water 
Other expenses 
Repairs and maintenance 
Capital charges 
Contributions to fixed assets 
Contributions 


Capital expenditure Actual Budget 

23,595,371 202,968,522 




































































NKOMAZI LOCAL MUNICIPALITY 
BALANCE SHEET AT 30 JUNE 2005 


CAPITAL EMPLOYED 

FUNDS AND RESERVES 


Statutory funds 
Reserves 


(ACCUMULATED DEFICIT)/RETAINED INCOME 


TRUST FUNDS 

LONG - TERM LIABILITIES 

CONSUMER DEPOSITS: SERVICES 


EMPLOYMENT OF CAPITAL 

FIXED ASSETS 
INVESTMENTS 

NET CURRENT ASSETS / (LIABILITIES) 

CURRENT ASSETS 

Debtors 

Cash 

Deposits 

CURRENT LIABILITIES 

Provisions 

Creditors 

Short - term portion of long - term liabilities 


Note 


1 


16 


2 

3 

4 


5 

6 


8 

27 

9 


10 

11 

3 


2005 

R 


16,323,663 


16,323,663 


(1,308,042) 

15,015,621 

7,001,299 

13,786,919 

1,597,026 

37,400,863 


30,946,671 

2,098,950 



2004 

R 


14,707,826 


14,707,826 


(8,155,282) 

6,552,544 

6,868,992 

14,606,082 

1,277,916 

29,305,534 


25,186,505 

1,818,208 






NKOMAZI LOCAL MUNICIPALITY 

INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2005 


2004 

2004 

2004 

2005 

2005 

2005 

2005 

Actual 

Actual 

Actual 

Actual 

Actual 

Actual 

Budget 

Income 

Expenditure 

Surplus/(Deficit) 

Income 

Expenditure 

Surplus/(Deficit) 

Surplus/(Deficit) 

R 

R 

R 

R 

R 

R 

R 










70,821,048 

68,174,067 

2,646,981 

RATES & GENERAL SERVICES 

73,437,161 

73,711,653 

( 274,492) 

( 3,949,062) 

64,479,619 

51,654,878 

12,824,741 

Community services 

57,028,488 

55,681,298 

1,347,190 

( 341,364) 

230,240 

2,209,872 

( 1,979,632) 

Subsidised services 

30,752 

2,709,593 

( 2,678,841) 

( 2,289,456) 

6,111,189 

14,309,317 

( 8,198,128) 

Economic services 

16,377,921 

15,320,762 

1,057,159 

( 1,318,242) 

23,075,007 

26,354,137 

( 3,279,130) 

Trading services 

41,414,933 

33,507,185 

7,907,748 

3,978,771 

93,896,055 

94,528,204 

( 632,149) 

TOTAL 

114,852,094 

107,218,838 

7,633,256 

29,709 



125,926 

Appropriations for the year (refer to note 17) 



( 786,016) 




( 506,223) 

Net surplus for the year 



6,847,240 




( 7,649,059) 

Accumulated surplus/ (deficit): beginning of year 



( 8,155,282) 




( 8,155,282) 

Accumulated surplus/ (deficit): end of year 



( 1,308,042) 


Refer to appendixes D and E for more details 
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NKOMAZI LOCAL MUNICIPALITY 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2005 


CASH FLOW FROM OPERATING ACTIVITIES 


Cash generated from operations 
Increase/decrease in working capital 
Contributions to funds and reserves 
Interest received 
Interest paid 

Cash available from operations 

Cash contributions from the public and government 

NET CASH FROM OPERATING ACTIVITIES 

CASH UTILISED IN INVESTMENT ACTIVITIES 

Investment in fixed assets 


NET CASH FLOWS FROM FINANCING ACTIVITIES 

Increase / (decrease) in long term loans 
Increase / (decrease) in consumer deposits 
Decrease/ (increase) in cash investments 

NET DECREASE IN CASH AND CASH EQUIVALENTS 


(INCREASE)/DECREASE IN CASH ON HAND 


2005 

2004 

Note R 

R 

17 ( 16 , 229 , 826 ) 

( 28 , 369 , 584 ) 

18 2 , 119,646 

2 , 644,265 

( 913 , 135 ) 

( 6 , 732 , 864 ) 

( 925 , 584 ) 

1 , 237,050 

( 2 , 499 , 750 ) 

( 2 , 606 , 120 ) 

( 18 , 448 , 649 ) 

( 33 , 827 , 253 ) 

46 , 932,473 

54 , 716,834 

28,483,824 

20,889,581 

(23,595,371) 

(20,566,427) 

( 23 , 595 , 371 ) 

( 20 , 566 , 427 ) 



4,888,453 

323,154 


( 714 , 386 ) 

( 791 , 415 ) 

19 

( 752 , 754 ) 

( 649 , 735 ) 


319,110 

101,511 

20 

( 280 , 741 ) 

( 243 , 191 ) 





4,174,067 

(468,261) 


(4,174,067) 

468,261 
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NKOMAZI LOCAL MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE 2005 


2005 2004 

R R 


1 STATUTORY FUNDS 

Redemption Fund - Streets 

-Municipal Houses 
Capital development fund 


0 404,710 

0 69,938 

16,323,663 14,233,178 

16,323,663 14,707,826 


Refer to Appendix A for more detail 


2 TRUST FUNDS 

Endowment Fund 
Service contr. Water & Elect 
Land Trust Fund 


139,419 134,387 

309,008 299,664 

6,552,872 6,434,941 

7,001,299 6,868,992 


Refer to Appendix A for more detail 

3 LONGTERM LIABILITIES 

Local Registered Stock 4,017,000 4,017,000 

Annuity loans 10,589,082 11,341,836 


- Taken up 

10,946,054 


11,698,808 

Less: Not utilized yet 

-356,972 


-356,972 


Less: Current portion transferred to current liabilities 
- Annuity loans 


14,606,082 15,358,836 

819,163 752,754 


13,786,919 14,606,082 


Refer to appendix B for more detail on long-term liabilities 

ANNUITY LOANS 

Annuity loans bear interest at rates of between 9,63% and 17,53% per annum and will be 
fully redeemed in 2018. 

LOCAL REGISTERED STOCK 

Carry interest at rates of 17,25% and 18% per annum and will be fully redeemed in 2009. 
None of the loans are secured by any assets of NKOMAZI Local Municipality. 


4 


5 


CONSUMER DEPOSITS: SERVICES 


Electricity and water 

1,597,026 

1,277,916 

FIXED ASSETS 



Fixed assets: beginning of the year 

170,103,173 

149,536,746 

Capital expenditure during the year 

23,595,371 

20,566,427 

Less: Assets written off, transferred or 


0 

disposed of during the year 



Total fixed assets 

193,698,544 

170,103,173 

less; Loans redeemed and other capital receipts 

162,751,873 

144,916,668 

Net fixed assets 

30,946,671 

25,186,505 


6 INVESTMENTS 

Unlisted 

Long-term deposits 2,098,950 1,818,208 


The long term deposit is an amount of R1 364 354 that represents an initial deposit of R882 176 
which was invested on 17 June 1999 as a loan redemption fund and stand as security for the 
repayment of the local stock loan No. MP324 of R3 500 000 , which will mature in 2009. 

No investments were written off during the year. 
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NKOMAZI LOCAL MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE 2005 


2005 2004 

R R 


7 

INVENTORY 




Inventory represent consumable stores, raw materials, 
work in progress and finished goods. Where necessary 
specific provision is made for obsolete stock. 



8 

DEBTORS 

Consumer debtors 

21,895,177 

25,083,595 


Other debtors 

12,913,553 

7,787,180 



34,808,729 

32,870,775 


Less: Provision for bad debts 

15,911,690 

15,648,555 



18,897,039 

17,222,220 


Consumer debtors ; Ageing Summary 




Current 

4,030,270 

5,195,496 


31 - 60 Days 

1,145,622 

1,391,272 


61 - 90 Days 

807,595 

1,109,544 


90 Days and more 

15,911,690 

17,387,283 


Subtotal 

21,895,177 

25,083,595 


Less: Provision for bad debts 

15,911,690 

15,648,555 



5,983,487 

9,435,040 


Classifications per consumer type or service type are not available 



9 

DEPOSITS 

Escom - Electricity 

1 204,139 1 

186,125 


Hectorspruit Motors - Fuel 

5,000 




209,139 

186,125 


10 

PROVISIONS 




Accrued leave 

2,793,558 

0 


Audit Fees 

- 



2,793,558 0 


11 CREDITORS 



Trade creditors 

6,133,830 

2,928,959 

Other creditors 

1,724,934 

4,209,184 

Conditional grants 

11,390,469 

11,153,577 


19,249,233 

18,291,720 


12 

ASSESSMENT RATES 

Valuation at 

Actual income 

Actual income 



R'OOO 

2,005 

2,004 


Residential 

211,349 

Business 

156,239 

Undeveloped residential property 

367,588 

Undeveloped business property 

523,827 

Agricultural - exempt 

891,416 

Agricultural - taxable 

1,415,243 

Industry 

2,306,659 

Schools 

3,721,903 

Unknown - not classified yet 

6,028,563 


15,622,787 17,891,747 16,221,478 


Assessment rates are charged on the valuation roll done before demarcation. 

Valuations on land are performed every three years and the last general valuation came into 
effect on the following dates: 

- Malelane - 1 June 2000 

- Marloth Park - 17 December 1997 

- Komatipoort - 2 January 2000 

Assessment rales are levied in the beginning of the financial year and are payable in twelve 
equal monthly installments. Late payments carry interest at the rate of 18%. 

Special permission was granted by the MEC to utilize the valuation done in 1997 for 
Marloth Park longer than the three years. 

Assessment rates are levied on land value only and rebates are granted to pensioners and 
permanently disabled persons. 

The actual income from assessment rates are not available per category of property. 
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NKOMAZI LOCAL MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE 2005 




2005 

2004 



R 

R 

13 

COUNCILORS’ REMUNERATION 

Mayor's allowance 

288,440 

219,140 


Speaker 

139,348 

103,881 


Two full time Exco members 

492,093 

386,171 


Part time Exco members 

637,341 

475,100 


Part time Councilors 

3,994,431 

2,720,203 



5,551,653 

3,904,495 

14 

AUDITORS’ REMUNERATION 

Audit fees 

174,684 

260,794 


15 FINANCE TRANSACTIONS 

Total external Interest earned or paid: 

Interest earned 925,584 1,237,050 


Interest paid 2,499,750 2,606,120 


Capital charges debited to operating account: 

Interest 3,940,235 3,464,064 

External 
Internal 


Redemption 

External 

Internal 


2,499,750 


2,606,120 

1,440,485 


857,944 

3,377,294 

2,412,785 

735,852 


649,735 

2,641,441 


1,763,050 


16 APPROPRIATIONS 

Appropriation account 

Accumulated surplus/(deflclt): beginning of the year 
Operating surplus/(deficit) for the year 
Appropriations for the year; 

- Prior year adjustments 

Accumulated surplus/(deficit): end of the year 

Operating account: 

Capital expenditure 
Contributions to; 

- Bad debt provision 

- Provision; Encashment of leave/leave due 

- Capital development fund 


17 CASH GENERATED BY OPERATIONS 

Surplus/(deficii) for the year 
Appropriations for the year 
Appropriations charged against income: 
Contribution to Capital Development Fund 
Bad debt provision 
Fixed assets 


Interest received 
Capital charges: 

Interest paid; 

- on internal advances 

- on external loans 
Redemption: 

- of internal advances 

- of external loans 

Grants and subsidies received from the state 

Non-operating income 

- Statutory funds 

- Endo\wment fund 

- Land trust Fund 

Non-operating expenditure 

- Statutory Fund 

- Land Trust fund 


7,317,528 

5,876,849 

(8,155,282) 

7,633,256 

(7,649,059) 

(632,149) 

(786,016) 

125,926 

(1,308,042) 

(8,155,282) 

321,939 

49,021 

263,135 

2,528,296 

650,000 

6,082,864 

1,500,000 

650,000 

3,763,370 

8,281,885 

7,633,256 

(786,016) 

(632,149) 

125,926 

650,000 

263,135 

321,939 

650,000 

6,082,864 

49,021 

8,082,314 

6,275,662 

(925,584) 

(1,237,050) 

1,440,485 

2,499,750 

857,944 

2,606,120 

2,641,441 

735,852 

(32,453,532) 

1,763,050 

(39,569,341) 

1,615,837 

15,679 

147,122 

920,787 

28,294 

33,900 

(29,191) 

(48,950) 

(16,229,826) 

(28,369,584) 
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NKOMAZI LOCAL MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE 2005 


2005 2004 

R R 

18 {INCREASE)/DECREASE IN WORKING CAPITAL 

(lncrease)/decrease in debtors (1,674,819) (7,729,832) 

lncrease/(decrease) in provisions 2,793,558 

lncrease/(decrease) in short-term portion on long term liabilities 66,409 103,019 

lncrease/(decrease) in creditors 957,513 10,409,932 

(lncrease)/decrease in deposits (23,014) (138,854) 

2,119,646 2,644,265 


19 INCREASE/{DECREASE) IN LONG-TERM LOANS (EXTERNAL) 

Loans repaid (752,754) (649,735) 

(752,754) (649,735) 


20 {INCREASE)/DECREASE IN EXTERNAL CASH INVESTMENTS 


Investment made (280,741) (243,191) 

(280,741) (243,191) 


21 (INCREASE)/DECREASE IN CASH ON HAND 

Cash balance: beginning of the year 3,936,950 4,405,211 

Less: Cash balance: end of the year (8,111,017) (3,936,950) 

(4,174,067) 468,261 


22 RETIREMENT BENEFITS 

Personnel and Councilors are members of the following funds: 
Transvaal Municipal Pension Fund 
Municipal Employees Gratuity Fund 
Municipal Employees Pension Fund 
Municipal Councilors Pension Fund 



Actuarial 

Valuations 

Interim 

Level 

The Municipal Employees Gratuity Fund is a defined 
benefit plan which is governed by the Pension Fund Act 
of 1956. The most recent actuarial valuation indicated 
that the fund was financially sound. 

30-Jun-02 

30-Jun-04 

Fully Funded 

The NFMW Retirement Fund is a fixed contribution 
fund and there is no statutory requirement to do an 
actuarial valuation. 

30-Jun-04 

30-Jun-05 

Fully Funded 

The MEPF is a fixed contribution fund. 

28-Feb-02 

28-Feb-05 

Fully Funded 

The MCPF is a fixed contribution fund. 

30-Jun-04 

30-Jun-05 

Fully Funded 
104.20% 

The JMPF is a fixed contribution fund. 

30-Jun-03 

31-Dec-04 

Not Fully 
Funded 99.3% 


The latest available information on the Pension Funds have been disclosed due to the 
annual Financial Statements being compiled after the above information became available. 

23 CONTINGENT LIABILITIES 

There are no contingent liabilities, except the remaining period of rental agreements for office 
furniture and equipment. 


24 CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure: 
Approved and contracted for 
Approved but not yet contracted for 


This expenditure will be financed from; 
Internal sources 
External sources 


25 CAPITAL DEVELOPMENT FUND 


Accumulated fund 

32,664,252 

24,060,844 

Less: Outstanding advances to borrowing services 

16,340,589 

9,827,666 

CDF balance on year end 

16,323,663 

14,233,178 

Less: External investments 



Shortfall: CDF not supported by cash in the bank 

(Refer to appendices A and B for more detail) 

16,323,663 

14,233,178 
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NKOMAZI LOCAL MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE 2005 



2005 

2004 


R 

R 

LAND TRUST FUND 

Accumulated fund 

6,552,872 

6,434,941 

Less: External Investments 



Shortfall: Land Trust Fund not supported by cash in the bani 

(refer to appendices A and B for more detail) 

CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement comprise the 
following statement of amounts indicating the financial position; 

6,552,872 

6,434,941 

Bank balances 

8,104,617 

3,931,550 

Cash on hand 

6,400 

5,400 

Total cash and cash equivalents 

8,111,017 

3,936,950 


28 BANK, CASH AND OVERDRAFT BALANCES 

The Municipality has the following bank accounts: 

Current account (Primary bank account) 

ABSA, Malelane branch 
Account number: 1650 000 087 

Cash book balance at beginning of year 

Cash book balance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of yeai 

The Municipality does not have any overdraft facilities. 

Local Government Support Grant 

ABSA, Malelane branch 
Account number: 405 915 7571 

Cash book balance at beginning of year 

Cash book balance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of year 

Interest Account 

ABSA, Malelane branch 
Account number: 405 399 8294 

Cash book balance at beginning of year 

Cash book balance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of year 

PHP Project 

ABSA, Malelane branch 
Account number: 405 817 6839 

Cash book balance at beginning of year 

Cash book balance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of year 


(2,580,264) 

4,521,070 

8,093,978 

10,829,490 


749,505 


747,770 


749,505 


747,770 


112,746 


412,508 


112,746 


412,508 


2,783,298 


22,332 


2,783,298 


22,332 
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Komatipoort 

ABSA, Malelane branch 
Account number: 1650 000 095 

Cash book balance at beginning of year 

Cash book balance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of yeai 

Marloth Park 

ABSA, Malelane branch 
Account number: 1650 000 001 

Cash book balance at beginning of year 

Cash book balance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of yeai 

Marloth Park 

ABSA, Malelane branch 
Account number: 1650 156 796 

Cash book balance at beginning of year 

Cash book balance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of yeai 

Marloth Park 

ABSA, Malelane branch 
Account number: 405 049 3550 

Cash book balance at beginning of year 

Cash book balance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of yeai 

29 SERVICE CHARGES 

Electricity 

Water 

Refuse removal 

Sevi/erage and sanitation charges 
Other 


2005 

R 


2004 

R 


(19,491) 

12,509 

100,000 

100,000 


100,000 


100,000 


100,000 


100,000 


735,413 


735,413 


1,553,015 


1,856,863 


17,745,964 

23,668,969 

2,138,629 

9,246,669 


Total service charges 52,800,231 


30 ADDITIONAL DISCLOSURES IN TERMS OF THE MUNICIPAL FINANCE MANAGEMENT ACT 

30.1 Contributions to organized local government (SALGA) 

Amount paid during current year 176,899 


30.2 Skills development levies paid 393,691 


30.3 RSC levies paid to the District Municipality 235,708 


30.4 Contributions by the municipality towards: 

- Pension funds of employees 5,162,375 

- Medical aid funds of employees 1,413,888 

- Pension funds of councilors 465,883 

- Medical aid funds of councilors 51,816 

7,093,962 


No contributions by the municipality on pension or medical aid funds, duties, levies 
or tax was outstanding at the end of the financial year, except the contribution to SALGA 
as disclosed in note 29.1 above. 
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2005 2004 

R R_ 

30.5 Remuneration of senior managers 



Salary & allowances 

Bonus:2004/05 

Paid in 2005 

Municipal Manager 

678,192 

26,933 

705,125 

Chief Financial Officer 

471,878 

19,661 

491,539 

Director Corporate Services 

446,020 

18,584 

464,604 

Director Infrastructure & Development 

446,020 

18,584 

464,604 

Director Planning & Development 

446,020 

18,584 

464,604 

Director Community Development 

446,020 

18,584 

464,604 

Director Public Safety 

446,020 

18,584 

464,604 


3,380,170 

139,514 

3,519,684 


30.6 Intergovernmental and other allocations received 


- From organs of the State on National level 

Equitable share 44,945,000 

Municipal Systems Improvement Grant 2,000,000 

Municipal Infrastructure Grant for PMU 33,646,000 

Water Services Operating Subsidy 27,598,000 

- From organs of the State on Provincial Level 

Local Government Capacity Building Grant 1,300,000 

Town Establishment - Kamhiushwa Ext 2 722,000 

IDP 55,000 

LED Project - Mangweni Grant 317,000 

Drought Relief 3,544,000 

Sanitation VIP's 3,405,000 

Tonga East Bulk Water 3,098,000 

LEDF One Day Market 80,000 

Grant - Town Planning 93,000 


- Private grants/subsidies 

- From other municipalities 


120,803,000 


The municipality has complied with all the conditions set by the transferring organ of Slate 
or the conditions set by the other institutions who made allocations to the municipality. 

The unspent portion of conditional allocations are disclosed as Trust Funds or Creditors 
on the face value of the Balance Sheet. 

No funds destined for the municipality in terms of the Division of Revenue Act were 
delayed or withheld during the financial year. 

30.7 Unauthorized, irregular and fruitless and wasteful expenditure 

No known material unauthorized, irregular and fruitless and wasteful 
expenditure occurred during the year. 

30.8 Compliance with MFMA 

No known material non-compliance with the MFMA occurred during the year. The 
Municipality is in process of total compliance in line with the phased in approach 
followed by National Treasury. 
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NKOMAZI LOCAL MUNICIPALITY 


STATUTORY FUNDS, RESERVES AND TRUST FUNDS 



Balance 

30 June 2004 

Contributions 
during the year 

Interest on 

investments 

Operating 
Other expenditure 

income during the year 

Capital 
expenditure 
during the 
year 

Balance 

30 June 2005 

STATUTORY FUNDS 







Capital development fund 

14,233,178 

650,000 

1,440,485 

- 

- 

16,323,663 

Sinking Fund - Streets 

404,710 

(404,710) 

- 

- 

- 

- 

- Mun Houses 

69,938 

(69,938) 

" 

■ 

■ 

■ 


14,707,826 

175,352 

1,440,485 

- 

- 

16,323,663 

RESERVES 







Maintenance reserve 

- 


- 

- 

- 

- 


- 

- 

- 

- 

- 

- 

TRUST FUNDS 

Endowment Funds - Roads 

134,387 

5,032 




139,419 

Services contribution; Water 

94,726 

- 

- 


- 

94,726 

Services contribution: Electricity 

204,938 

10,647 

- 

(1,303) 

- 

214,282 

Total Endowment Funds 

434,051 

15,679 

- 

(1,303) 

- 

448,427 

Land Trust Fund 

6,434,941 

147,122 

- 

- 

(29,191) 

6,552,872 


6,868,992 

162,801 

- 

(1,303) 

(29,191) 

7,001,299 





APPENDIX B 


NKOMAZI LOCAL MUNICIPALITY 
EXTERNAL LOANS AND INTERNAL ADVANCES 


Balance Received during Redeemed Balance 

External loans 30/06/2004 year written off 30/06/2005 

R R R R 


LOCAL REGISTERED STOCK 


4,017,000 



4,017,000 

OMB Nominees(Pty) Ltd:18.00% 1991-06 


517,000 

- 

- 

517,000 

INCA:17.25% 1999-09 Mp324 


3,500,000 

- 

- 

3,500,000 

ANNUITY LOAN (DBSA) 


11,698,808 


(752,754) 

10,946,054 

17.40% 1993 -2004 15370-09 

Water 

2,790 


(2,790) 

- 

17.40% 1993 - 2009 15370-10 

Electricity 

26,152 


(3,158) 

22,994 

17.55% 1993 - 2009 15370-11 

Electricity 

150,042 


(18,055) 

131,987 

15.26% 1996-2011 15264/03 

Electricity 

128,806 


(10,137) 

118,669 

13.41% 1996-2009 15264/05 

Roads 

55,689 


(8,448) 

47,241 

17.53% 1996-2009 15264/06 

Electricity 

31,251 


(3,763) 

27,488 

9.63% 1987-2004 15416/08 

Sewerage 

928 


(928) 

- 

16.45% 1991-2005 15416/12 

Sewerage 

28,418 


(18,188) 

10,230 

15.77% 1995-2009 15416/13 

Sewerage 

1,530,234 


(192,286) 

1,337,948 

15.77% 1995-2009 15416/14 

Sewerage 

1,162,003 


(146,015) 

1,015,988 

15.77% 1995-2009 15416/16 

Electricity 

629,371 


(61,271) 

568,100 

15.80% 1996-2010 15416/16 

Roads 

234,266 


(22,806) 

211,460 

15.80% 1996-2010 15416/18 

Registration Authority 

314,685 


(30,635) 

284,050 

16.50% 2000-2018 13273/1/2 

Upgrading Malelane infrastructure 

5,357,293 


(94,617) 

5,262,676 

0% 1996 - 2009 LEDC 


64,990 


(13,580) 

51,410 

15.26% 1993- 2012 15321-03 

Lionspruit(Purchase of farm) 

1,981,890 


(126,077) 

1,855,813 






- 

TOTAL EXTERNAL LOANS 


15,715,808 

- 

(752,754) 

14,963,054 



Balance 

Received during 

Redeemed 

Balance 

INTERNAL LOANS 


30/06/2004 

year 

written off 

30/06/2005 



R 

R 

R 

R 

Capital Development Fund 


9,827,666 

9,154,364 

(2,641,441) 

16,340,589 

TOTAL INTERNAL LOANS 


9,827,666 

9,154,364 

(2,641,441) 

16,340,589 
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NKOMAZI LOCAL MUNICIPALITY 
ANALYSIS OF FIXED ASSETS 


Expenditure 2004 
7,813,014 


7,059,919 


1,753,570 

2,082,420 


686,887 

1,782,064 


23,331 

290,055 

28,345 

413,247 


713,099 


713,099 


SERVICE 

RATES & GENERAL SERVICES 

Community Services 

Health Services 

Community, Economic & Tourism 

Town planning 

Town estate & buildings 

Public works: Roads & Storm water 

Street lights 

Vehicle 

Electronic equipment 

Town Treasurer/Finance 

Corporate Services 

Municipal Manager 

Security Services 

Protection services/Public safety 

Subsidized services 
Civil building 
Cemetery 
Buildings Depot 
Public toilets 
Machinery 
Staff housing 
M net booster tower 
Youth camp 
Fire protection 
Library 

Parks and cemetery's 

Economic services 
Holiday resort 
Licensing 
Cleansing 
Sewerage 


Budget 2005 Balance 30/06/2004 
137,907,012 121,243,164 


Redeemed or 

Expenditure written off Balance 30/06/2005 


9,611,870 


120,637,512 


26,942,000 

18,824,500 


1,754,400 

60,398,000 


1.670.000 
7,482,612 

30,000 

3.536.000 


95,901,318 


3,199,656 

2,849,025 

99,013 

58,756,856 

24,395,265 

278,829 

2,837,370 

250,817 

1,404,166 

450,133 

84,587 

3,781 

1,291,820 


914,187 

1,854,965 


635,851 

2,998,056 


162,017 

91,250 

29,542 

11,018 

454,870 


9,500 


100,000 

1,789,500 


14,822,458 


485,666 


15,380,000 


10,519,388 


12,753,413 TRADING SERVICES 


65,061,510 


48,860,009 


130,855,034 


103,053,074 


4,113,843 

4,703,990 

99,013 

59,392,707 

27,393,321 

278,829 

2,837,370 

250,817 

1,566,183 

541,383 

114,129 

14,799 

1,746,690 


15,308,124 


11,703,797 


11,703,797 

18,000 


18,000 

603,273 


603,273 

279,000 


279,000 

133,507 


133,507 

1,405,209 


1,405,209 

72,600 


72,600 

4,000 


4,000 

33,571 

108,091 

141,662 

23,205 

10,633 

33,838 

546,296 

366,942 

913,238 


12,493,836 



1,500,000 


1,500,000 


903,059 

115,133 

1,018,192 


461,430 

1,494,701 

1,956,131 

15,380,000 

7,654,899 

364,614 

8,019,513 


62,843,510 


5,646,545 

7,106,868 

Electricity 

Water 

20,743,010 

44,318,500 

25,249,607 

23,610,402 

7,544,402 

6,439,099 

32,794,009 

30,049,501 







20,566,427 

Total fixed assets 

202,968,522 

170,103,173 

23,595,371 

193,698,544 


Less: Loans redeemed and 


Other capital receipts 

144,916,668 

17,835,205 

162,751,873 

Loans redeemed and advances paid 

21,549,715 

3,394,197 

24,943,912 

Contributions ex operating income 

5,765,084 

321,940 

6,087,024 

General capital 

80,977,537 


80,977,537 

Appreciation of assets 

6,750,294 


6,750,294 

Trust funds 

4,627,471 


4,627,471 

Grants and subsidies 

25,246,567 

14,119,068 

39,365,635 





NET FIXED ASSETS 

25,186,505 

5,760,166 

30,946,671 





APPENDIX D 

NKOMAZI MUNICIPALITY 

ANALYSIS OF OPERATING INCOME AND EXPENDITURE 

FOR THE YEAR ENDED AT 30 JUNE 2005 

TOTAL TOTAL 

2004 2005 

BUDGET 

2005 

INCOME 

39,569,341 Grants and subsidies 

54,326,714 Operating income 

32,453,532 

82,398,562 

30,721,000 

91,639,600 

16,221,478 Assessment rates 

14,025,579 Sale of electricity 

9,049,428 Sale of water 

15,030,229 Other service charge 

17,891,747 

17,745,964 

23,668,969 

23,091,882 

16.900.000 

16.795.000 

44.377.000 
13,567,600 




93,896,055 Total Income 

114,852,094 

122,360,600 

EXPENDITURE 

38,858,890 Salaries, wages and allowances 
46,739,502 General expenses 

42,283,031 

49,048,741 

49,982,768 

39,129,825 

11,007,697 Purchase of electricity 

424,853 Purchase of water 

35,306,952 Other expenses 

12,487,328 

518,312 

36,043,101 

13,371,500 

2,940,000 

22,818,325 

2,353,942 Repairs and maintenance 

5,876,849 Capital charges 

49,021 Contributions to fixed assets 

650,000 Contributions 

7,597,599 

7,317,528 

321,939 

650,000 

19,964,695 

10,273,203 

2,330,400 

650,000 

94,528,204 Gross Expenditure 

- Less: Charged out 

107,218,838 

122,330,891 

94,528,204 Net Expenditure 

107,218,838 

122,330,891 





APPENDIX E 


NKOMAZI MUNICIPALITY 

DETAILED INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 200E 


Expenditure 


2004 

Surplus/ 

(Deficit) 


Expenditure 


2005 

Surplus/ 

(Deficit) 


2005 

Budget 

Surplus/ 

(Deficit) 


70,821,048 

64,479,619 

16,221,478 

1,311,104 


39,569,341 

7,744 

4,615,792 

44,637 

2,284,552 

404,755 


68,174,067 

51,654,878 

5,233,761 

2,608,876 

5,032,369 

16,628,421 

1,572,712 

1,183,771 

5,042,417 

5,009,039 

3,383,758 

3,231,130 

1,390,776 

1,337,848 


RATES AND GENERAL COMMUNITY 
2,646,981 SERVICES 

12,824,741 I COMMUNITY SERVICES 

16,221,478 Assessment rates 

(3,922,657) Health services 

(2,608,876) Socio-Economic 

(5,032,369) Public Works - Roads & Storm water 

(16,628,421) Council Expenses 

39,569,341 Grants and subsidies 

(1,564,968) Nature Conservation 

(1,183,771) Municipal Manager 

(426,625) Finance 

(4,964,402) Corporate Services 

(1,099,206) Estates & Buildings 

(2,826,375) Public safety/Protection services 

(1,390,776) Security Services 

(1,317,632) Parks & Cemetery 


73,437,161 

57,028,488 

17,891,747 

1,335,256 


32,453,532 

12,270 

2,871,249 

415,248 

1,319,973 

709,760 


73,711,653 

55,681,298 

5,162,053 

4,547,950 

5,804,662 

15,350,459 

1,699,703 

1,130,635 

5,729,368 

5,916,256 

4,071,162 

3,482,320 

1,353,603 

1,433,127 


-274,492 

1,347,190 

17,891,747 

(3,826,797) 

(4,547,950) 

(5,804,662) 

(15,350,459) 

32,453,532 

(1,687,433) 

(1,130,635) 

(2,858,119) 

(5,501,008) 

(2,751,189) 

(2,772,560) 

(1,353,603) 

(1,413,674) 


-3,949,062 

-341,364 

16.900.000 
(3,820,740) 
(3,290,683) 
(6,727,141) 

(13,261,625) 

30.721.000 
(1,882,132) 
(1,587,886) 
(2,457,324) 
(5,674,640) 
(2,796,208) 
(3,332,599) 
(1,396,283) 
(1,735,103) 



2,209,872 

49,434 I 


1,809,155 

351,283 


(1,979,632) 

(49,434)1 


(1,606,957) 

(323,241) 


SUBSIDIZED SERVICES 

Fire protection 

Community Deveiopment 

Masekane 

Civil Services 

Library 

Parks and pavements 



2,709,593 

72,096 I 


2,257,635 

379,862 


(2,678,841) 

(72,096)1 


(2,257,635) 

(349,110) 


(2,289,456) 

(50,000)1 


(1,803,349) 

(436,107) 


ECONOMIC SERVICES 


1,979,006 3,493,510 

(1,514,504) 

Cleansing Services 

2,138,629 

3,752,324 

(1,613,695) 

(1,637,146) 

2,786,719 2,209,273 

577,446 

Licensing 

4,992,623 

2,744,263 

2,248,360 

245,090 

1,345,464 8,606,534 

(7,261,070) 

Sewerage 

9,246,669 

8,824,175 

422,494 

73,814 


23,075,007 

26,354,137 

(3,279,130) 

TRADING SERVICES 

41,414,933 

33,507,185 

7,907,748 

3,978,771 

14,025,579 

13,573,225 I I 

452,354 

Electricity 

17,745,964 I 

15,861,674 1 

1,884,290 

(29,404) 

9,049,428 

12,780,912 1 1 

(3,731,484) 

Water 1 

23,668,969 | 

17,645,511 1 

6,023,458 

4,008,175 




93,896,055 

94,528,204 

(632,149) 

Total 

114,852,094 

107,218,838 

7,633,256 

29,709 



125,926 

Appropriations for the year(refer note 17) 



(786,016) 




(506,223) 

Net surplus/(deficit)for the year 



6,847,240 




(7,649,059) 

Accumulated surplus/(deficit): Beginning of year 



(8,155,282) 



= 

(8,155,282) 

ACCUMULATED SURPLUS: END OF YEAR 



(1,308,042) 
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